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On April 23, Rep. Walter Fauntroy told members of the House Subcommittee on International
Development Institutions and Finance that multilateral development banks should consider a new
approach to eliminating world poverty by funding micro- enterprise projects in developing nations.
According to Fauntroy, subcommittee chairman, a new direction may be necessary because many
things have changed since the banks were founded. He pointed out that many of the development
banks had been created to stimulate economic development on a macro or country-wide level, and
not at the micro or grass-roots level. Sheldon Annis, visiting fellow at the Overseas Development
Council (ODC), agreed with Fauntroy that changes in Third World nations had taken place which
required corresponding changes in development bank practice.
In his testimony, Annis said that although the most Third World countries' populations are as poor
as ever, their characteristics as a group have changed. Especially in Latin America and Asia, he
said, the poor are healthier, better educated, less isolated and more organized than ever before.
Annis described changes in many developing nation governments, and emphasized that they have
been exposed to at least a decade of externally funded poverty alleviation programs. Despite these
changes, he said, most developing nation governments are broke and extremely limited in what they
can or might do for the poor.
Next, Annis emphasized that change has also taken place in multilateral bank loan procedures.
For instance, the World Bank is moving towards more policy-based lending and away from
funding projects simply on geographical considerations. He noted that since 1975, the World Bank
has funneled more than $50 billion into poverty alleviation programs. Annis cautioned against
perceiving the funding of micro- enterprises as a "magic solution" to the problem of poverty.
Determining appropriate repayment schedules and interest rates, he noted, presents difficulties.
In addition, teaching the poor new skills will provide them little benefit if not accompanied by
comparable job opportunities. Another problem which could cause serious problems for the
development banks, he noted, is sponsoring projects which seriously challenge traditional economic
privileges or class barriers. Finally, Annis emphasized that for income-generating schemes to be
successful, adequate infrastructures must be put in place to support them. In the case of small
farmers, he said, they need water to irrigate their crops, roads to get the crops to market, and
markets to sell their produce.
Peter Kilby, Woodrow Wilson Center fellow (Washington), who also testified, said those ngaged in
micro-enterprise projects artisans, traders, small-scale transporters are typically in lower-income
areas and are untouched by other government programs. Attempts to alleviate poverty via support
©2011 The University of New Mexico,
Latin American & Iberian Institute
All rights reserved.

Page 1 of 2

LADB Article Id: 76757
ISSN: 1060-4189

of small enterprises would be "more than helping a precious few," he said, because the small
enterprise sector contains large segments from a country's disadvantaged population. According
to Kilby, a shift by the multilateral development banks toward micro-enterprise funding would be
productive as well since this sector is one of the "major seedbeds" for modern small industry that
can lead to large-scale industrial endeavors.

-- End --
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